
(D) Dietary supplies such as disposable tableware and implements 
and foodstuffs. 

(E) Laundry supplies such as soaps andbleaches. 

(F) Housekeeping and maintenance suppliessuch as cleaners, 
toilet paper, paper towels and light bulbs. 

(G) Administrative supplies such as forms, paper, pens and 
pencils, copier and computer supplies. 

Target applicantor resident - An individual witha serious mental illness, 
mental retardation or other related condition seeking admissionto orresiding in a 
nursing facility. 

Total facility CMI- The arithmetic meanCMI of all residents regardless ofthe 
residents' sourcesof funding. 

UMR - Utilization Management Review- An audit conducted bythe 
Department's medicaland other professional personnelto monitor the accuracy and 
appropriateness of payments to nursing facilities andto determine the necessity for 
continued stayof residents. 

Updated appraisal- An appraisal of a nursing facility'sfixed property that is 
based upon the depreciated replacement cost setforth in the nursing facility's initial 
appraisal or most recent reappraisal and brought forwardto a new date. An updated 
appraisal does not involve an additional on-site inspectionof the nursing facility's fixed 
property. The depreciated replacement costs setforth in an updated appraisal are 
determined throughthe application of factorsto allow for appreciation and depreciation 
estimated to have taken place between the two appraisal dates. 

Year One of Implementation- The periodof January 1,1996, through June 30, 
1996. 

Year Two of Implementation- The period of July 1,1996, through June 30, 
1997. 

Year Three of Implementation and Thereafter- The period of July 1, 1997, 
through June 30,1998, and each subsequent Commonwealthfiscal year. 
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SUBCHAPTER B. SCOPE OF BENEFITS 

* * * * *  

SUBCHAPTER C. NURSING FACILITY PARTICIPATION 

* * * * *  

Q 1187.23. Nursingfacilityincentivesandadjustments. 

(a) The Department will make minimum occupancyadjustments to encourage 
nursing facility efficiency and economy associated withnursing facility occupancy 
levels. If the nursing facility's overall nursing facility occupancylevel is below 90%, the 
Department will makean adjustment to total nursing facility resident days as though the 
nursing facility were at 90% occupancy. The Department will apply this 90% occupancy 
adjustment to the administrative cost component andthe capital cost center. 

(b) The Department will paya disproportionate share incentiveto a nursing 
facility that hasa high overall occupancy and a high proportionof MA residentsin 
accordance with§ 1187.111 (relating to disproportionate shareincentive payments) 

SUBCHAPTER D. DATA REQUIREMENTS FOR NURSING FACILITY APPLICANTS 
AND RESIDENTS 

* * * * *  

Q 1187.33. Resident data reporting requirements. 

(a) To receive payment for nursing facility services, a nursing facility shall meet 
the following resident data reporting requirements: 

(1) The nursing facility shall report individual resident assessment data to 
the MA Program by submitting,on electronic media by modem 
transmission as specified bythe Department, the Federally approvedPA 
specific MDS in accordance with Departmentalrequirements. 

(i) The data submission for the first calendar quarter of each year 
shall include assessmentdata for every MA and every non-MA 
resident in the nursing facility as of February 1. 

(ii) The data submission for the second, third, and fourth quarters 
of each year shall include assessmentdata for every MA resident 
in the nursing facility asof the picture date. 
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(iii) The data submissions shallinclude data for a resident admitted 
on thepicture date. The data submission may not include data for 
a resident dischargedon the picture date. 

(iv) The data submissions shallinclude data for an MA resident 
who wasin the nursing facility on the picture date prior to the 
current picture date and subsequently has been discharged. 

(2) The nursing facility shall ensure thatthe Federally approved PA 
specific MDS datafor each resident accuratelydescribes the resident's 
condition, as documentedin the resident's clinical records maintained by 
the nursing facility. 

(i) The nursing facility's clinical records shall be current, accurate 
and in sufficient detail to support the reported resident data. 

(ii) The Federally approved PA specific MDSshall be coordinated 
and certified bythe nursing facility's RNAC. 

(iii) The records listed in this section are subject to periodic 
verification and audit. 

(3) The nursing facility shallmaintain the records pertaining to each 
resident assessment data submissionfor at least 4 years following the 
date the nursing facility submitsthe assessment data to the Department. 

(4) The nursing facility shall ensure that assessmentdata accurately 
reflect the residents' conditions onthe assessment date. 

(5) The nursing facility shall submitthe assessment data to the 
Department betweenthe first day ofthe second month of the quarter and 
the last day of the second month of the same quarter. The nursing facility 
shall submit assessmentdatacorrections to the Department in response 
to edit reports on or beforethe 15th day of the third month of the quarter. 
The nursing facility shall submit the signed residentverification report to 
the Department postmarkedno later than 5 business daysafter the 15th 
day of the third month of the quarter. 

(b) Failure to comply with the submission of resident assessmentdata. 

(1) If a valid assessment isnot received within the acceptable time frame 
for an individual resident, the resident willbe assigned the lowest 
individual RUG-Ill CMI valuefor the computationof the facility MA CMI 
and the highest RUG-Ill CMI valuefor the computation of the total facility 
CMI. 
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(2) If an error on a classifiabledata element on a resident assessment is 
not corrected by the nursing facility within the specified time frame, the 
assumed answerfor purposes of CMI computationswill be "nohot 
present." 

(3) If a valid resident verificationreport is not received in the time frame 
outlined in subsection (a)@),the facility will be assigned the lowest 
individual RUG-Ill CMI valuefor the computation of the facility MA CMI 
and the highest RUG-Ill CMI valuefor the computation of the total facility 
CMI. 

9 1187.34. 	 Requirements related to notices and payments pending resident 
appeals. 

(a) The requirements relatingto notices authorizing and discontinuing MA 
payments for nursing facility services are as follows: 

(1) Notices authorizing MA payment. 

(i) The nursing facility shall retain, in its business office, a copy of 
the Department's notice authorizing MA nursing facility services for 
each MA conversion residentand for each MA applicant or 
recipient who is admitted as a resident. 

(ii) The Department's notice authorizing MA nursing facility 
services will specifythe effective date of coverage andthe amount 
of money thatthe resident hasavailable to contribute towards 
payment. The nursing facility isresponsible to obtain the resident's 
share of the payment. 

(2) Notices discontinuing MA payment. 

(i) The nursing facility shallretain, in its business office, a copy of 
the Department's notice discontinuing payment for MA nursing 
facility services for every resident whothe Department determines 
is no longer eligibleto receive MA nursing facility services. The 
Department's determination maybe based upon a review 
conducted by the Department orthe resident's attending physician. 

(ii) The Department's notice discontinuing payment for MA nursing 
facility services will specifythe effective date of the discontinuance 
of coverage, thatthe resident may appealthe notice within 30 days 
and that the resident must appeal withinIO-calendar days of the 
date the notice was mailed in orderfor payments to continue 
pending the outcomeof the hearing onthe resident's appeal. 
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(b) The requirements relatingto payments pending residentappeals and 
recovery of payments subsequentto appeals are as follows: 

(1) Payments pending appeal. 

(i) If the resident or a representativeof the resident appeals the 
Department's notice discontinuing paymentfor MA nursing facility 
services within IO-calendar days of the date on which the notice 
was mailed to the resident, the Department willcontinue payments 
to the nursing facilityfor nursing facility services renderedto the 
resident pending the outcome of the hearing on theresident's 
appeal subject to paragraph (2). 

(ii) If the resident or a representativeof the resident does not 
appeal the Department's notice discontinuing payment for MA 
nursing facility services,or appeals after IO-calendardays fromthe 
date on which the notice was mailedto theresident, the 
Department will cease paymentto the nursing facility for services 
rendered to the resident beginningon the effective date of the 
discontinuance of coverage specifiedin the notice or the date on 
which the resident was dischargedfrom the facility, whichever date 
occurs first. 

(2 )  Payment recovery for services rendered pending appeal. If a 
resident's appeal of anotice of discontinuance of payment for MA nursing 
facility services is denied,the Department willrecover payments madeto 
the nursing facility. The period for which the Department will recover 
payments will beginon the effective date of the discontinuance of 
coverage specified inthe notice to the resident and end on the date on 
which payments were discontinued as a resultof the outcome of the 
hearing on the resident's appealor the date of the resident's discharge 
from the facility, whichever date occurs first. 

SUBCHAPTER E. ALLOWABLE PROGRAM COSTS AND POLICIES 

8 1187.51. Scope. 

(a) This subchapter sets forth principles fordetermining the allowable costs of 
nursing facilities. 

(b) The Medicare Provider Reimbursement Manual (HCFA Pub. 15-1) and the 
Federal regulations at42 CFR Part 489 (relating to provider and supplier agreements) 
appropriate to the reimbursementfor nursing facility servicesunder the Medicare 
Program are a supplementto this chapter. If a cost is included in this subchapter as 
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allowable, the HCFA Pub. 15-1 and applicable Federal regulationsmay be used as a 
source for more detailed information on that cost. The HCFA Pub. 15-1 and applicable 
Federal regulationswill not be used for a cost that is nonallowableeither by a statement 
to that effect in this chapter or because the cost is not addressed in this chapter or in 
the MA-I I.The HCFA Pub. 15-1 or applicable Federal regulationswill not be used to 
alter the treatment of a cost providedfor in this subchapter or the MA-1 1. 

(c) The Department's paymentrate for nursing facility services to eligible 
residents in participatingnursingfacilities includes allowablecosts for routine services. 
Routine services may includethe following: 

(1) Regular room, dietary and nursing services,social services and other 
services required to meet certification standards,medical and surgical 
supplies andthe use of equipment andfacilities. 

(2) General nursing services, including administrationof oxygen and 
related medications, hand feeding, incontinency care,tray service and 
enemas. 

(3) Items furnished routinely and uniformlyto residents, such as resident 
gowns, water pitchers, basins and bedpans. 

(4) Items furnished, distributedto residents orused individually by 
residents in small quantities such as alcohol, applicators, cotton balls, 
bandaids, antacids, aspirin (and othernonlegend drugs ordinarily kept on 
hand), suppositories and tongue depressors. 

(5) Reusable items furnishedto residents, such asice bags, bed rails, 
canes, crutches, walkers, wheelchairs, tractionequipment and other 
durable medical equipment. 

(6) Special dietary supplements usedfor tube feeding or oral feeding, 
such as elemental high nitrogen diet, evenif written as a prescription item 
by aphysician. 

(7) Basic laundry services. 

(8) Nonemergency transportation. 

(9) Beauty and barber services. 

(10) Other special medical services of a rehabilitative, restorative or 
maintenance nature, designedto restore or maintainthe resident's 
physical and social capacities. 

. ...
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(d) Nursing facilities will receive paymentfor allowable costs in four general cost 
centers: 

(1) Resident care costs. 

(2) Other resident related costs. 

(3) Administrative costs. 

(4) Capital costs. 

(e) Within the limits of this subchapter, allowable costs for purposes of cost 
reporting include those costs necessary to provide nursingfacility services. These may 
include costs relatedto the following: 

(1) Resident care costs. 

(i) Nursing. 

(ii) Directorofnursing. 

(iii) Related clerical staff 

(iv)Practitioners. 

(v)Medicaldirector. 

(vi) Utilizationandmedicalreview. 

(vii) Social services. 

(viii) Resident activities. 

(ix) Volunteerservices. 

(x)Over-the-counterdrugs. 

(xi) Medicalsupplies. 

(xii) Physical, occupational and speech therapy. 

(xiii) Oxygen. 



( x v )  Supplies and minor movable property acquired during cost 
report periods beginningon or after January 1,2001, used in a 
nursing facility in the courseof providing a serviceor engaging in 
an activity identified in this paragraph. 

(2) Other resident related costs. 

(i) Dietary, including food, food preparation, food service, and 
kitchen and dining supplies. 

(ii) Laundry and linens. 

(iii) Housekeeping. 

(iv) Plant operation and maintenance, including the repair, 
maintenance and serviceof movable property. 

(v) Supplies and minor movable property acquired during cost 
report periods beginning on or after January1,2001, used in a 
nursing facilityin the courseof providing a serviceor engaging in 
an activity identified in this paragraph. 

(3) Administrative costs. 

(i) Administrator. 

(ii)Officepersonnel. 

(iii) Management fees 

(iv) Homeofficecosts. 

(v)Professionalservices. 

(vi)Determination of eligibility. 

(vii)Advertising. 

(viii) Travel/entertainment 

(ix)Telephone. 



(xi) Interest other than that disallowed under § 1187.59(a)(24) 
(relatingto nonallowable costs). 

(xii) Legal fees. 

(xiii) Amortization - administrative costs. 

(xiv) Supplies andminor movable property acquired during cost 
report periods beginningon or after January1,2001, used in a 
nursing facilityin connection withan activity identified in this 
paragraph. 

(4) Capital costs. 

(i) Fair rental value of fixed property. 

(ii) Movableproperty. 

(A) When the nursing facility’s mostrecent audited MA-I 1 
cost report availablein the NIS database for rate setting is for a 
cost report period beginning prior to January 1, 2001,the fair rental 
value of major andminor movable property. 

(B) When the nursing facility’s mostrecent audited MA-I 1 
cost report availablein the NIS database for rate setting is for a 
cost report period beginningon or after January 1, 2001, the 
audited acquisitioncost of major movable property. 

(iii) Real estate tax cost. 

5 1187.52. Allowable cost policies. 

(a) The Department will incorporate a nursing facility’sdirect and indirect 
allowable costs relatedto the care of residents into the NIS database. The Department 
will consider these costsin the setting of prices. 

(b) Costs that are not recognized as allowablecosts in afiscal year may not be 
carried forward or backwardto other fiscal years for inclusion in reporting allowable 
costs. For the cost to be allowable, short-term liabilities shall be liquidated within 1 year 
after the end ofthe cost reporting periodin which the liability is incurred. 
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8 1187.53.Allocating cost centers. 

(a) The nursingfacility shall allocate costs between nursingfacility and 
residential in accordancewith the allocation basesestablished by the Department as 
contained in this chapter and the MA-I 1. If the nursing facility has its own more 
accurate methodof allocation, it may beused only if the nursing facility receives written 
approval from the Department priorto the first day of the applicable cost report year. 

(b) The absenceof documentation to support allocationor the use of other 
methods which donot properly reflectuse of the Department's requiredallocation 
bases or approved changesin bases shall resultin disallowances being imposed for 
each affected line item. 

5 1187.54. Changes in bed complement during a cost reporting period. 

(a) When the nursing facility's bed complement changes during a cost reporting 
period, the allocation bases are subjectto verification ataudit. 

(b) The nursing facility shall keep adequate documentationof the costs related 
to bed complement changes during a cost reporting period. The nursing facility shall 
submit a supplemental ScheduleC, (computation and allocationof allowable cost) 
which identifies costs being allocated bythe required statistical methodsfor each period 
of change. 

§ 1187.55. Selected resident care and other resident related cost policies. 

Policies for selected resident careand other resident relatedcosts are as 
follows: 

(1) Drug services 

(i) The costs of nonlegenddrugs, such as laxatives, aspirin and 
antacids that are provided directly by a nursingfacility from its own 
supply are allowablecosts if the drugs are medically necessary and 
administered accordingto a physician's written order or 
prescription. 

(ii) Costs of legend drugs are not allowable costs. 

(iii) Costs relatedto a pharmacy consultantshall be reported as 
general administrative costs on the cost report. 


